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--the savings estimates developed in 
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COMPTROLLER GENERAL OF THE UN ITED STATES 

WASUINOTON D.C. 2054B 

B-208247 

To the President of the Senate and the 
Speaker of the House of Representatives 

This report describes the results of our analysis of the 
administration's savings estimates and plans to reorganize Fed- 
eral energy activities. The report concludes that (1) the costs 
or savings of the proposed reorganization are not reflected in the 
administration's fiscal year 1983 budget request, and (2) the cur- 
rent savings estimates are poorly documented and are based on in- 
adequate implementation plans. 

We have addressed this report to the Congress due to con- 
gressional interest in the reorganization proposal. Our work was 
specifically requested by several congressional committee and sub- 
committee chairmen. As requested by the committee and subcommit- 
tees, we did not obtain the administration's comments on this re- 
port. However, we did discuss the contents of our report during 
its development with administration officials. 

We are sending this report to each of the chairmen that re- 
quested our review and are providing copies to other energy-related 
committees and' subcommittees. We are also sending copies of this 
report to the Director, Office of Management and Budget; and the 
Secretaries of Commerce, Energy, and the Interior. 

A . 
Comptroller G 
of the united States 





COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

ANALYSIS OF ENERGY 
REORGANIZATION SAVINGS 
ESTIMATES AND PLANS 

DIGEST ------ 

On December 17, 1981, the President proposed 
that the Department of Energy (DOE) be reor- 
ganized and that its functions be transferred 
to other executive branch agencies. This 
proposal was incorporated in the administra- 
tion's fiscal year 1983 energy budget request, 
and on May 24, 1982, it was intro'duced in the 
U.S. Senate as S. 2562, 97th Congress. It pro- 
vides for the fiscal year 1983 transfer of DOE 
activities to several executive branch agencies, 
principally the Department of Commerce. 

GAO's review was performed at the request of the 
chairmen of the several congressional committees 
listed on page two of this report. In response 
to their requests, GAO reviewed 

--the extent to which the administration's fis- 
cal year 1983 budget proposal recognized re- 
organization costs and savings; 

--the adequacy of documentation in support of 
the administration's cost savings estimates, 
and its plans for implementing the reorganiza- 
tion; and 

--potential expenses that could be encountered 
as a result of the proposed energy reorganiza- 
tion. 

In summary, GAO found that the administration 
has not developed reliable information on key 
aspects of the proposed reorganization. The 
costs or savings of the proposed energy reor- 
ganization are not reflected in the 1983 budget 
request, the expenses of reorganization have not 
been assessed, and the current savings estimates 
are poorly documented and are based on inadequate 
implementation plans. 
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ENERGY BUD$ET RESQUEST DOES 
NOT R1,FLE,C'I,,REO~GANIZATION 
ColSTS t@i 'S&#INGS 

In submitting its budget request, the adminis- 
tration stated that reductions in energy pro- 
grams and DOE's' reorganization would save $1.3 
billion and 3,800 work years during fiscal year 
1983 l GAO found that in preparing the budget, 
DOE and OlMB concentrated primarily on reducing 
the overall size of the energy budget request 
through program and employment reductions. The 
potential costs or savings effects of the energy 
reorganization were not assessed during the bud- 
get development process, and they are not re- 
flected in the budget submission. (See pp. 4 
and 5.) 

Consequently, GAO was unable to link the budget 
proposal directly with the reorganization plan. 
Although the budget does request reductions in 
funding for energy activities, these reductions 
primarily reflect a diminished Federal involve- 
ment in certain energy programs, rather than 
savings that are necessarily related to effi- 
ciencies made possible through reorganization. 
(See p. 5 and 6.) 

REORGANIZATION SAVINGS 
CLAIMS, ARE NOT SOUNDLY 
BASED 

Following submission of the energy budget re- 
quest to Congress in February 1982, the adminis- 
tration's energy reorganization task force pro- 
jected a goal of saving about $1 billion over 
a 3-year period as a result of reorganization. 
This estimate was announced along with the ad- 
ministration's legislative reorganization pro- 
posal of May 24, 1982. (See p. 5.) 

GAO's review of the documentation underlying 
this estimate, and discussions with DOE and 
Commerce officials, showed that the estimate 
was not adequately documented. The items that 
compose this estimate reflect (1) energy pro- 
gram changes rather than reorganization, (2) 
reorganization effects that administration of- 
ficials could not specifically support, and 
(3) management actions that could be imple- 
mented whether reorganization does or does not 
occur. Offsetting expenses were not included 
in this savings estimate. (See pp. 5 to 8.) 
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As this report was undergoing final processing, 
the Secretary of Commerce estimated in a June ~24, 
1982, hearing of the Senate Governmental Affairs 
Committee, that the proposed reorganization would 
result in cost-savings of $250 million over a 3- 
year period. The documentation provided by the 
Commerce Department shows that this es'timate was 
based on adjus'tments to the previous estimate of 
the administration's task force on energy reorgan- 
izatio'n. Although this is a significant reduc- 
tion of the $1 billion estimate, the estimate'""- 
is not adequately documented and does not reflect 
a full assessment of potential reorganization 
expenses. 

MANAGEMENT AND ADMINISTRATION 
EXPENSES NEED TO BE CONSIDERED 
IN REOR6AHIZATIONS 

Although DOE'S policies, procedures, and finan- 
cial and management systems would be available 
for immediate use following reorganization, 
there are potential expenses associated both 
with their continued use and their merger with 
the systems of other agencies. Depending upon 
the reorganization approach used, these expenses 
might be avoided or deferred. It could be nec- 
essary, however, to deal with some of the ex- 
penses immediately. For example, start-up costs 
could be incurred in designing new systems for 
providing payroll, personnel, accounting, and 
related types of services needed for administra- 
tive support of agency operations. (See pp. 8 
to 12.1 

NEED FOR TRANSITIONAL 
ZZANNING -- 

Previous GAO reviews of Federal reorganizations 
have shown that sound transitional planning is 
necessary to ensure an efficient, effective re- 
organization. Without such plans, agencies have 
encountered numerous problems ranging from in- 
sufficient office space to an inability to pro- 
vide administrative support for operations. 
These problems subsequently have given rise to 
requests for supplemental appropriations. 

Although start-up problems are inevitable in a 
major Federal reorganization, these problems 
can be managed and alleviated through implemen- 
tation plans and information that address the 
time, effort, personnel, and other resources 
that will be required in carrying out the reor- 
ganization. 

Tea’r @wet iii 



The adnini@tratim has taken an appropriate 
step in establishing a high 1eveJ. interagency 
ta'sk fmce to assist in the reorganization of 
DOE'S amctfvities, But, the administration hd'% 
not (1) plasrfo~rmrdr the detailed planning ryeces- 
sary to 8efin@ h.ow energy functions would be 
organizekid, coordinated, managed, and operated, 
(2) i&ntifiad the administrative and op&a- 
tioneal. requirenents for implementing changes, 
and (3) doeuented the costs and savings'that 
could bie expacted to result from the reorgani- 
aatfatr. (See pp. 13 to 15.) 

e--w 

As requested by the committees, GAO did not 
seek comments on this report from the Depart- 
ment of Energy or other executive branch agen- 
cies mentioned in the report. GAO did, however, 
discuss the contents of the report with adminis- 
traticHl officials responsible for energy reor- 
ganization matters and considered their comments 
in preparing the report. (See p. 3 and 10.) 
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CHAPTER 1 

INTRODUCTION 

The development of Federal energy activities has been the 
subject of far-reaching and rapid changes since the October 1973 
oil embargo. These changes were implemented as part of a proc- 
ess to develop refined and effective public energy policies, 
programs and organizational structures. During the past 2 years, 
however, the administration has proposed a basic reordering of 
Federal energy policies and priorities, a reduction of the Depart- 
ment of Energy's (DOE'S) scope of activity, and a reconsideration 
of the need for a separate Cabinet-level energy department. 

Energy affairs were given Cabinet-level status by the Depart- 
ment of Energy Organization Act, enacted by the Congress in August 
1977, 42 U.S.C. 7101 (Supp. III, 1979). The formation of DOE had 
its basis in various proposals to consolidate, in one organization, 
the diverse energy responsibilities of the Federal Government and 
the multitude of Federal agencies which developed during the mid- 
1970s. DOE was formed from parts of eight Federal agencies. The 
DOE Organization Act provided for (1) a Federal energy policy 
framework within a Cabinet-level department, (2) a clear focus on 
energy policy and programs, and (3) a central staff capability to 
analyze a wide range of energy issues. 

On December 17, 1981, President Reagan announced a proposal 
to reorganize Federal energy activities and to eliminate DOE as a 
Cabinet-level department. This reorganization proposal, as re- 
flected in the administration's fiscal year 1983 budget request, 
was designed to disperse energy activities among five Federal 
agencies. On May 24, 1982, following discussions with key Senate 
leaders, the President transmitted to Congress a revised energy 
reorganization proposal that was introduced in the Senate as bill 
number S. 2562, 97th Congress. This reorganization bill is simi- 
lar to the reorganization proposal that accompanied the energy 
budget request in that five Federal agencies would receive DOE's 
current responsibilities. The proposal differs from the earlier 
version by further concentrating energy policies and programs in 
the Department of Commerce. 

under the May 24, 1982, reorganization proposal, the Depart- 
ment of Commerce would be provided with the responsibility for 
energy policy, research and development, international affairs, 
and emergency preparedness, including management of the Strategic 
and Naval Petroleum Reserves, and energy information activities. 
The Department of Interior would gain responsibility for coal 
mining research and development, the leasing of Federal lands for 
energy development, and the administration of the five Federal 
power marketing administrations. Furthermore, the Department of 
JUStiCe would be given responsibility for completing DOE's regu- 
latory enforcement activities, the Department of Agriculture would 
become responsible for providing financial assistance for the pro- 
duction of biomass-derived alcohol fuels, and the Federal Energy 
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Regulatory Commission would become an independent regulatory 
agency. 

OBJECTIVES, SCOPE, 
AND METHODQLOGY 

Our general objective was to review the administration's 
proposal to reorganize Federal energy activities. Our review was 
performed from February to May 1982 at the request of chairmen of 
several congressional committees. 

These included the 

--Chairman, Senate Committee on Governmental Affairs, 

--Chairman, Subcommittee on Energy, Nuclear Proliferation 
and Government Processes, Senate Committee on Govern- 
mental Affairs, 

--Chairman, Subcommittee on Fossil and Synthetic Fuels, 
House Committee on Energy and Commerce, 

--Chairman, Subcommittee on Energy Conservation and Power, 
House Committee on Energy and Commerce, and the 

--Chairman, Subcommittee on Oversight and Investigations, 
House Committee on Energy and Commerce. 

Based on our initial work and discussions with the offices of 
the chairmen who requested our review, we directed our efforts to 
examine 

--the extent to which the administration's fiscal year 1983 
budget proposal recognized reorganization costs, 

--documentation in support of the administration's cost- 
savings estimate, 

--potential expenses that could be encountered as a result 
of the proposed energy reorganization, and 

--the adequacy of the, administration's existing plans for 
implementing the reorganization. 

This report discusses the planning and financial implications of 
energy reorganization that are applicable to S. 2562 and that are 
responsive to the interests expressed by the offices of the con- 
gressional committee chairmen who requested this report. 

As a starting point for this review, we used GAO reports on 
executive branch reorganizations to identify typical reorganiza- 
tion problems , potential areas of expense, and the planning 
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efforts required for managing transition activities. We inter- 
viewed DOE officials familiar with the energy reorganization 
issues considered when DOE was created and obtained documentation 
on the issues considered at that time. We also interviewed offi- 
cials of the administration's Task Force on Energy Reorganization, 
and the Departments of E:nergy, Commerce, and the Interior. In 
addition, we identified the actions needed to merge energy activi- 
ties into other agencies and determined the extent to which known 
reorganization expenses were included in the energy budget request 
from its origins in DOE, through its submission to and negotiation 
with the Office of Management and Budget (OMB), and its final ap- 
proval by the administration. 

In conducting our review, we followed the standards estab- 
lished by the Comptroller General of the United States for 
auditing Governmental organizations, programs, activities and 
functions. 



CHAPTER 2 

ADEQUATE INFORMATION ON 
RE:QR@!J$JXWTION COSTS AND SAfiNGS 

HAS #0130" BEBN DEVELOPED 

In submitting its fiscal year 1983 budget request, the 
administration stated that reduced funding for energy programs,, 
along with DOE's reorganization, would result in budget savings. 
Although the lower funding effects of diminished Federal involve- 
ment in certain energy programs are obvious, neither the budget 
request nor the documentation on its development provide evidence 
of the various cost savings that would be related to the reorgani- 
zation initiative. In addition, the administration's estimates 
of potential cost savings made after the budget submission are 
not adequately documented and do not fully recognize the poten- 
tial expenses associated with the.reorganization. 

ENERGY BUDGET REQUEST DOES 
NOT REFLECT REORGANIZATION 
COSTS OR SAVINGS 

The fiscal year 1983 energy budget request reflected the 
administration's proposed changes in individual energy programs 
and its energy reorganization plan. The request totaled $11.8 
billion and showed energy functions divided among the Depart- 
ments of Commerce, the Interior, Justice, Agriculture, and 
the Federal Energy RGgulatory Commission. In its explanation 
of this budget request, the administration stated that reduced 
funding for energy programs, along with DOE's reorganization, 
would produce an estimated budget savings of $1.3 billion and 
employment reductions of 3,800 work years during fiscal year 
1983. l/ Although the budget does request reductions in funding 
for energy activities, these reductions primarily reflect a dimin- 
ished Federal involvement in certain energy programs, rather than 
savings that are necessarily related to efficiencies made possible 
through reorganization. 

In attempting to determine the bases of the budget savings, 
and the portions that would be attributable to program savings 
and to energy reorganization, we reviewed the development of the 
energy budget request from the initial budget instructions of OMB 
through the final budget negotiations within the administration. 
This included a review of documentation on the detailed budget 
justification supporting DOE's initial submission to OMB and the 
issues papers prepared by DOE for discussion during the final 
White House review. We found that in preparing the budget, DOE 
and OMB concentrated on reducing the overall size of the energy 
budget request through program and employment reductions, and did 
not prepare any specific analysis or explanation of reorganization 

lJ "Major Themes and Additional Budget Details, Fiscal Year 1983," 
Office of Management and Budget, February 1982. 
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savings, Consequently, we were unable to link the budget proposal 
directly with the reorganization plan. DOE officials told us that 
the timing of the budget preparation process left little time for 
detailed consideration of the impact of reorganization, and that 
they could not provide a breakdown of the reorganization's impact 
on the Department's accounts. In March 1982 congressional testi- 
monyl DOE officials stated that once Congress makes a decision on 
reorganization, the effects on personnel relocations, computer 
systems, consolidations, and the merger of administrative func- 
tions could be developed, and the administration would reassess 
its budget requirements and propose appropriate adjustments. JJ 

REORGANIZATION SAVINGS CLAIMS 
ARE NOT SOUNDLY BASED 

Following submission of the energy budget request to Congress 
in February 1982, a separate estimate of the financial effects of 
its energy reorganization proposal was completed. It was prepared 
by DOE and Department of Commerce officials assigned to the admin- 
istration's energy reorganization task force. The task force pro- 
jected a goal of saving about $1 billion over a 3-year period as 
a result of reorganization. This estimate was used in March 1982 
legislative briefings of key Senate leaders and was announced along 
with the administration's legislative reorganization proposal of 
May 24, 1982. 

To determine the basis for this estimate, and the extent to 
which it considered potential reorganization expenses and savings, 
we reviewed the documentation provided by DOE and Commerce offi- 
cials who participated in its development. We also discussed with 
them the assumptions that they made in developing the estimates. 

. % 
We found that the savings estimate is composed of two general 

categories. These include (1) savings related to personnel reduc- 
tions and (2) changes in management practices or methods of con- 
ducting Government business. As shown in the following table, the 
total of these savings estimates is $424 million, which was then 
projected over a 3-year period to arrive at the administration's 
$1 billion overall reorganization savings estimate. _. 

I 

--we--- .-.~_ 

l/ Testimony of William S. Heffelfinger, Assistant Secretary for - 
Management and Administration, U.S. Department of Energy, be- 
fore the Subcommittee on Energy and Water Development, House 
Committee on Appropriations, March 17, 1982. 
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Table 1 

Reorganization Savings Projected 
by the W$ministrZZ?X keoraaniGXion 

Task Force 

Personnel savinqs 

Consolidation of general staff areas 

Program-induced personnel reductions 

Consolidation of staff in two locations 

Realinement and streamlining of field 
operations and installations 

Changes in business methods 

Savings 
(millions) 

Integration of ADP purchases 

Computer system timesharing 

Changes in grants management practices 

Consolidation of administrative systems 

200 

J-8 

24 

13 

Comprehensive auditing of DOE’s 
contractor operated programs 

Consolidation of complimentary activities 

Contracting for services now provided 
by Federal. employees : 

50 

20 

4 - --- 
$424 
s=== 

$ 16 

18 

23 

38 

Personnel savings 

The personnel savings estimates were developed by DOE and 
are based on the administration's proposed reductions Erom DOE'S 
fiscal year 1982 employment levels, In reviewing the supportirq 
documentation for these estimates, we noted that the effect of 
reorganization on the personnel savings could not be determined. 
However, DOE officials, in transmitting these estimates tr, the 
Department of Commerce during February 1352, pointed out khst 
the personnel cost-savings were primarily rel.ated tr, Ellnding 
reductions in DOE programs. We discussed these esti.mates and 
their supporting documentation with DOE officiaLs, and they 
agreed that the estimates primarily refl.ect the program changes 
contained in the fiscal year 1983 energy budget request rather 
than the effects of reorganization. These 0fficiaJ.s aJ.so could 
not identify the portion of the personnel. reductions that would 
occur as a result of reorganization. 



Changes in business methods 

The estimates' in this category relate to savings based on 
merging the operations of DOE and Commerce and chqnges in the 
manner of conducting DOE activities. Those savings based on 
merger total $251 million and include possible economies through 
the integration of large-scale ADP equipment purchases', colmputer 
timesharing, consolidation of administrative systems, and consol- 
idation of complementary activities. Those savings bked on 
changes in'DOE's methods of operations total $78 million, and 
assume economies through changes in DOE's auditing.me&hods, con- 
tract administration methods, and contracting for certain ser- 
vices now provided by Federal employees. 

In reviewing the documentation of the savings estimates 
based on merging the operations of D'OE and Commerce, we were 
unable to determine the basis for the estimates or key assump- 
tions upon which they were based, For example, we were unable 
to determine the types or specific automated systems that would 
be merged to produce a $200 million savings. Commerce officials 
had no specific explanation in support of the estimate. They 
were also unable to explain how this estimate, which was orig- 
inally described as requiring 4 years to complete, .could be 
achieved within the 3-year time period specified for achieving 
the administration's $1 billion savings goal. In addition, 
neither the available documentation nor the statements of Com- 
merce officials provided insight on the specific DOE and Commerce 
complementary activities that would be consolidated to save $20 
million. 

Our review of the documentation supporting the savings esti- 
mates based on changes in the methods of operating DOE shows that 
it is unrelated to reorganization. For example, the estimate 
that $50 million can be saved by changes in auditing practices 
is based upon Commerce officials* assessment of DOE'S audit cov- 
erage of contractor-operated activities. According to this as- 
sessment, DOE's contractor operated activities do not receive 
sufficient audit coverage. Consequently, Commerce officials 
assumed that, if these contractor-operated activities were more 
frequently and thoroughly audited, and if the savings from these 
audits would equal the average savings attained by audits of 
Commerce Is Inspector General, then one percent of the $5 billion 
cost of DOE contractor operations could be saved. Commerce offi- 
cials agreed this estimate is speculative and that a change in 
the methods of auditing contractors is not dependent upon a reor- 
ganization. DOE officials pointed out that their contractor opera- 
tions do receive audit coverage, and that they were concerned with 
the accuracy of such a highly speculative estimate because it could 
give the incorrect impression that there is a significant amount 
of serious fraud, waste and abuse involved in energy research and 
development efforts. 



Offsetting expenses 

We reviewed the documentation supporting each of the cost 
savings estimates described above to determine whethemr offsetting 
expenses were considered. Offsetting expenses wo'uld be involved 
in many of the savings categories according to both DOE and Com- 
merce officials who developed the estimates. mwever, these 
officials told us that they had not considered such expenses 
in developing their cost-savings estimates. 

MANAGEMENT AND ADMINISTRATION 
EXPENSES NEED TO BE CONSIDERED 
IN REORGANIZATIONS 

Our reviews have shown that, although Federal. reorganiza- 
tions can result in efficiencies and cost-savings, there are 
usually expenses that are associated with them. The types and 
amounts of these expenses vary according to the type of reor- 
ganization involved. Typical expenses are related to 

--redesigning and consolidating automated management and 
administrative systems, 

--establishing uniform controls over contracts, property, and 
financial resources, 

--changing the structure and reporting relationships of field 
arganizations, 

--establishing consistent planning and budgeting systems, and 

--changing office space, moving furniture and equipment, and 
relocating personnel. 

Costs and timing of integrating 
manaaement and administration * 
activities - 

Although DOE's policies, procedures, and financial and man- 
agement systems would be available for immediate use following 
reorganization, there are potential expenses associated with 
their continued use in other agencies. Depending upon the reor- 
ganization approach used,, these expenses might be avoided or 
deferred. It could be necessary, however, to deal with some of 
the expenses immediately. For example, start-up costs could be 
incurred in designing new systems for providing payroll, person- 
nel, accounting, and related types of services needed for adminis- 
trative support of agency operations. 

In a March 1981 report, GAO identified substantial start-up 
problems experienced in reorganizations involving six agencies. 
For example, GAO reported that four of the six agencies experi- 
enced delays of from 13 to 29 months in establishing administra- 
tive support functions. A uniform planning, programming and 
budgeting system is another example of a system that might be 
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necessary to design immediately to ensure that the reorganized 
agency can operate effectively. 

In determining whether and when the systems, practices, and 
business arrangement#s of DOE may have to be adapted, the following 
types of questions need to be addressed: 

--Would the use of DOE's systems contribute to major opera- 
tional inconsistencies within the Department of Commerce? 

--Would the use of different accounting and financial re- 
porting systems cause management and oversight problems? 

--How long would the additional expense of operating dual 
systems remain cost beneficial considering the potential 
savings from use of a single system? 

Early consideration and resolution of such questions is es- 
sential to identifying the potential problems and expenses of a 
major reorganization. For example, to maintain control over per- 
sonnel, financial resources, and planning and administrative 
systems, the systems and practices of DOE may need to be adopted 
immediately by the other agencies receiving energy programs. To 
the extent that the agencies can not quickly merge the practices 
and systems with their operations, the agencies receiving energy 
activities could be forced to operate without consistent proce- 
dures and integrated systems. Eventually, these management con- 
trol systems and practices would need to be modified or completely 
redesigned to achieve compatibility and efficiency. The time re- 
quired to make these kinds of changes is illustrated by DOE's 
experience. Five years after DOE's creation it remains in the 
process of completing this type of work. 

To the extent that it would be necessary to integrate systems, 
the difficulties of combining DOE's systems with those of Commerce 
would likely be substantial. DOE has been developing, revamping, 
and realining its major information systems at considerable ex- 
pense since it was created, and its current inventory of automated 
systems is extensive. During fiscal year 1981, DOE's Office of 
ADP Management reported that it approved computer acquisitions 
with a value in excess of $120 million. Presently, DOE's head- 
quarters alone has about 90 automated management information sys- 
tems, consisting of approximately 2,200 computer programs. During 
fiscal year 1981, DOE also installed a new payroll and personnel 
system, developed a staffing control and planning system for bud- 
get purposes, and implemented a personnel resource information 
system. A new accounting system is also being planned, as are 
property and supply management systems. 

While the eventual consolidation of these systems with those 
of the Commerce Department could result in efficiencies and econ- 
omies, there are potential difficulties and expenses associated 
with their continued use and their merger with the systems of 
other agencies. DOE's experience in managing large Systems 
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illustrates the need to give careful consideration to this area. 
DOE's inadequate controls over its financial systems are current- 
ly a major managementconcern and DOE is operating with several 
outdated, posrly documented accounting systems that do not effi- 
ciently meet its current requirements. L/ The headquarters gen- 
eral ledger system, for example, was developed by merging the 
systems of DOE's predecessor agencies and it still is not effec- 
tive. According to an October 1981 DOE study, many'changes have 
been made in this system and it has very little capacity to react 
to new and changed requirements for financial reporting. 

Administration officials have told us that their approach 
to energy reorganization would initially involve the movement of 
only a minimum number of personnel to the Department of Commerce 
and that the existing DOE policies, procedures and systems would 
continue to be used for energy functions. This approach to re- 
organization initially would be.less expensive than one giving 
consideration to the range of the ,management control issues and 
expensesthat would ultimately arise. However, while this ap- 
preach defers the consideration of operational integration issues 

iv and expenses, it does not eliminate the need for eventually deal- 
ing with them and considering the cost of their eventual inte- 
gration in estimating the costs and savings of reorganization. 

Potential field : 
organization changes tit 

Another major task that could be involved in transferring 
energy responsibilities to other agencies would be the structural 
realinement of the agencies" headquarters and field installations, 
The DOE Organization Act tranferred to DOE the functions and au- 
thorities of numerous agencies, without specifying organizational 
relationships between headquarters and field offices. The Secre- 
tary of Energy was given wide latitude to make necessary changes, 
and several reorganizations have taken place since DOE was formed. 

In September 1981, we reported that DOE's field structure 
consisted of the eight operations offices that were inherited from 
the Energy Research and Development Administration, the five field 
offices of the Federal Energy Regulatory Commission, and the ten 
field offices of the Economic Regulatory Administration. In addi- 
tion, DOE is responsible for managing a nationwide network of in- 
stallations comprised of 41 research and development laboratories 
and facilities, 15 production and test facilities, the five power 
marketing administrations, and four regional solar centers. Merging 

1/ Testimony of Charles A, Bowsher, Comptroller General of the - 
United States, before the Subcommittee on Environment, Energy, 
and Natural Resources, House Committee on Government Operations, 
March 31, 1982. (GAO is currently reviewing the'financial 
management problems of DOE.) - 
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these installationa into the field structure of the agencies re- 
ceiving energy functions would require detailed dtud,ies to deter- 
mine the most appropriate roles, responsibilities, and organiza- 
tional relationships among the installations and hetween the 
agencies',.headquarters and field components. After..flaking such 
determinations, various expenses might be incurred in connection l 

with reallocations and transfers of pers'onnel and other necessary 
administrative actions. 

Numerous miscellaneous 
expenses are Involved 

In addition to the problem? and costs of implementin major 
operational. and organizational changes, the transfer of energy 
functions would result in numerous expenses--both quantifiable 
and unquantifiabl.e-- which would be involved in trying to reassign 
and coordinate the activities of a Cabinet-level department. Such 
expenses are typical‘ in the reorganization of Federal agencies and 
many,wer,e experienced by DOE when it was created. Following are 
examples that illustrate the wide range of costs that need.to 
be considered ,in carrying out the administration's reorganization* . 
proposal. . . . . 

--Overtime'expens'es could increas'e to cover additional ad- . 
"ministrative expenses incurred for activities such as 

transferring and reassigning personnel, reconciling and 
auditing financial records, and hrminating or changing 
contracts. Although these tasks have not been precisely 
quantified, DOE reported that an orderly termination of 
its Management and Administration Office responsibilities 
would require about 2 years to complete. A/ 

--Support services expenses would increase,to cover numerous 
miscellaneaus costs including costs related to telephone 
system changes, office refurbishment, and office and build- 
ing sign changes. In fiscal'year 1978, DOE was provided 
with a $17 million supplemental appropriation to consoli- 
date its employees at its headquarters building and to 
relocate the previous occupants of the building. 

--Training expenses would likely be incurred in educating 
transferred employees in new agencies' operating methods, ' 
procedures, and systems. 

Following reorganization, attention also needs to be placed 
on other arrangements which control organizational interaction. 
For example, DOE's interagency agreements and memorandums of 

---- .---. 

A/ "Sunset Review," U.S. Department of Energy, February 1982. 
(We are currently completing a review of the development of 
this report,) 
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understanding would need to be reviewed, and modified, as neces- 
sary, to coordinate the work that DOE has been performing in co- 
operation with other Federal agencies. By early 1981, DOE had 
executed about 450 such interagency agreements. De~egatiCXkS of 
authority must also be prepared to assign the duties and respon- 
sibilities of organizatfonal components. In addition, methods 
used for travel, payment systems, and cash controls need to be 
reviewed and appropriately revised as necessary, and changes 
need to be incorporated in management directives, instructions 
and manuals. 

CONCLUSIONS 

The administration's budget proposal stated that energy 
program changes and the reorganization of DOE would result in 
cost-savings of $1.3 billion in fiscal year 1983. In a subse- 
quent estimate, the administration's energy reorganization task 
force stated that $1 billion could be saved over a 3-year period 
through personnel savings and other economies related to DOE's 
reorganization. Our review shows that sufficient evidence has 
not been developed to support either of these cost-savings esti- 
mates. Further, in preparing the estimates, administration 
officials did not take into account the various expenses that 
could be incurred in implementing a reorganization and attempting 
to consolidate operations to achieve eventual efficiencies. In 
our view, the financial implications of reorganizing energy func- 
tions will remain uncertain until the administration identifies 
the specific reorganization actions it would implement to achieve 
efficiencies and economies and assesses both the costs and savings 
that would be involved. 

---- 

As this report was undergoing final processing, the Secre- 
tary of Commerce estimated in a June 24, 1982, hearing of the 
Senate Governmental Affairs Committee, that the proposed reor- 
ganization would result in cost-savings of $250 million over a 
3-year period. The documentation provided for this estimate 
was based on adjustments to several of the items that were used 
in composing the earlier savings estimate of $1 billion over a 
3-year period. For example, the savings estimates based on 
changes in grants management practices, consolidation of comple- 
mentary activities, computer time sharing, and comprehensive 
auditing of DOE's contractor operated programs were eliminated. 
In addition, the $200 million savings estimate based on the 
integration of ADP equipment purchases was reduced to $20 
million. No additional supporting documentation was prepared, 
however, to support the items that compose the $250 million 
savings estimate and consequently, it is not adequately docu- 
mented and does not reflect a full assessment of the potential 
reorganization expenses. 



CHAPTER 3 

NEESD FOR TRANSITIONAL PLANNING 

Certain systemic difficulties can be anticipated whenever 
an agency's responsib~iLiti.es are transferred to another agency 
or the responsfbilitie's are consolidated. The previo'us GAO re- 
views discussed in this chapter have shown that such difficulties 
can be mitigated when the anticipated problems are analyzed and 
reorganization implementation plans and approaches are developed 
to ensure that necessary actions are carried out effechively and 
efficiently. B'ased on these reviews, we co'ncluded that planning 
for reorganization implementation would establish accou'ntab'ility 
and a framewo’rk for expediting reorganization, and it would help 
minimize numerous administrative and support problems. We found, 
however, that the administration's preparations for making an 
effective transition from DOE'S present structure to the proposed 
organizational structure, including consideration of the financial 
impacts, have been limited. This chapter discusses some of the 
essential characteristics to effective planning for implementing 
a reorganization. 

LESSONS LEARNED FROM 
REORGANIZATION EXPERIENCES 

Our review shows that the administration has not developed 
plans and supporting information which address the administra- 
tive and operational requirements necessary for carrying out 
its proposed reorganization. Because of the large scope of 
activities that would be transferred from DOE to other agencies, 
there could be a substantial amount of time, effort, personnel 
and other resources required to affect the transfer and imple- 
mentation of energy activities in the other agencies. Careful 
attention and study, therefore, is important to prevent the 
turmoil and other unintended effects that accompanied other 
reorganizations. 

In one of our previous evaluations , 1Ve reviewed four reor- 
ganizations involving the following six agencies: the Equal 
Employment Opportunity Commission, the Federal Emergency Manage- 
ment Agency, the Federal Labor Relations Authority, the Inter- 
national Development Cooperation Agency, the Merit Systems Pro- 
tection Board, and the Office of the Special Counsel. 1,' This 
review discussed 

--systemic problems that new or reorganized agencies have 
had in obtaining personnel or support services made 
necessary by the reorganization, 

IJ "Implementation: The Missing Link in Planning Reorganizations," 
GGD-81-57, March 20, 1981. 
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--how the Congress and the executive branch can avoid or 
alleviate these problems, and 

--what services may be common to the succes~sful imglementa- 
tion of any rearga,nization and must be routinely pr'ovided 
by the executive branch to effectively and efficiently 
carry out the transfer. 

Based on the analysis, we identified a variety of problems 
that could have been minimized by proper planning. These areas 
include (1) delays in obtaining key agency officials, (2) inade- 
quate staffing, (3) insufficient ,funding, (4) inadequate office 
space, and (5) delays in establishing support functions, such as 
payroll and accounting systems. Solving these start-up problems 
distracted agency officials from concentrating on their new mis- 
sions during the critical first year of operations. In addition, 
three of the six agencies required appropriation increases rang- 
ing from $3.4 million to $4.1 million--significant amounts when 
considering that these agencies employed about 780 staff members 
as of fiscal year 1981. 

In an earlier review, we found that, in preparing for its re- 
organization during the 197Os, the U.S. Army performed extensive 
studies and analyses to determine the best reorganization approach 
and the costs that would be involved. The Army's efforts, which 
we evaluated and described as satisfactory in a 1973 report lJ, 
consisted of 

--considering 10 major studies of its operational and manage- 
ment experience, 

--developing reorganization objectives and a set of criteria 
against which organizational options for meeting goals could 
be measured, and 

--analyzing both costs and savings that could be expected to 
result from the reorganization. 

Following approval of the basic reorganization plan, the Army 
prepared detailed implementation plans to control the transition 
process. 

CONCLUSIONS 

DOE has not developed plans adequate for identifying and re- 
solving potential reorganization problems and for ensuring that 
the proposed reorganization would be implemented as efficiently 
and effectively as possible. Our previous reviews of reorgani- 
zations have shown that some start-up problems are inevitable in 

---*-- 

l/ "The Army Reorganization for the 1970s: An Assessment of the - 
Planning," U.S. General Accounting Office, B-172707, August 13, 
31973. 
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any major reorganization of Federal activities. We believe these 
problems can be alleviated by effective transitional planning. 
Although the administration has taken an appropriate step by 
establishing a high level interagency task force on energy reor- 
ganization, in our view, mare detailed planning which addresses 
administrative and operational requirements for implementing 
changes is necessary to ensure an efficient, effective reorgani- 
zation. 
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